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SUBJECT: COTTON CONTRACT PROBLEM 
REF: TAIPEI 5274 

1. STATUS OF DEFAULTED COTTON CONTRACTS WAS DISCUSSED 
IN MEETING OF OFFICIALS AFTERNOON AUG 18 AS ANTICIPATED 
AND REPORTED PARA 3 IN REFTEL. GROUP DECIDED TO SUBMIT 
RECOMMENDATION TO Y.S. SUN, MINISTER OF ECONOMIC 
AFFAIRS, THAT PENALTY MEASURES AS RECOMMENDED BY 
EXECUTIVE YUAN BE IMPLEMENTED IMMEDIATELY AGAINSTABOUT 15 
MILLS WHICH ARE DELINQUENT IN OPENING PERIOD ONE AND 

TWO LETTERS OF CREDIT. RECOMMENDATION FORWARDED TO 
MINISTER SUN FOR DECISION PROPOSED THAT ABOUT 15 DELINQUENT 
REMAINING MILLS BE EXEMPTED FROM PENALTY MEASURES UNTIL DISPUTES 
OVER NON-DELIVERY OF U.S. TEXTILE MACHINERY; COTTON 
QUALITY AND WEIGHT CLAIMS, NON DELIVERRY OF PREVIOUSLY 
CONTRACTED COTTON, AND NONPERFORMANCE ON CONTRACTS FOR 
TEXTILE PIECE GOODS HAVE BEEN THOROUGHLY REVIEWED BY 
ALL PARTIES CONCERNED. THE BOARD OF FOREIGN TRADE HAS 
BEEN INSTRUCTED TO PROVIDE THE EMBASSY ALL RELEVANT 
INFORMATION AND DOCUMENTATION ON THESE TRADE DISPUTES. 

BOFT WILL REQUEST USG ASSISTANCE IN RESOLVING DISPUTES. 

2. BENJAMIN LU, DIRECTOR, THIRD DEPARTMENT, BOFT, 
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FOR IMPLEMENTATION PENALTY MEASURES ON DELINQUENT MILLS 
IN NEXT DAY OR TWO. 
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